
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC S E R V I C E  COMMISSION 

* * * * * 

I n  the Mat ter  of: 

AN EXAMINATION BY THE PUBLIC 1 
SERVICE COMMISSION OF THE 1 
APPLfCATfON OF THE FUEL A D J U S T -  1 
MENT CLAUSE OF KENTUCKY U T I L I T I E S  ) C A S E  NO. 8590-C 
COMPANY FROM NOVEMBER 1, 1983, 1 
TO APRIL 30, 1984 1 

I N T E R I M  ORDER 

P u r s u a n t  t o  8 0 7  KAR 5:056, S e c t i o n  l ( l l ) ,  t h e  P u b l i c  

Service Commiss ion  ( "Commiss ion" )  i s s u e d  its Order on June 11, 

1984,  acheduling a hearing and requiring R e n t u c k y  Utilities 

Company ( " K U " )  t o  provide  a record of s c h e d u l e d ,  a c t u a l  a n d  forced 

outages . 
KU provided t h e  d a t a  r e q u e s t e d  by t h e  Commiss ion ' s  Order of 

June  11, 1984 .  KU a lso  f i l e d  its m o n t h l y  f u e l  a d j u s t m e n t  f i l i n g s  

for the 6-month period u n d e r  review. F o l l o w i n g  proper notice ,  a 

h e a r i n g  was h e l d  o n  A u g u s t  2, 1984. 

The sole intervenor in t h i s  case was the Consumer Protec- 

tion D i v i s i o n  of t h e  A t t o r n e y  G e n e r a l ' s  Office ( " A G " ) .  The AG d i d  

n o t  offer t e s t i m o n y  and on croaa-examination d i d  n o t  chsllsngc the 

level of aactual  f u e l  cost i n c l u d e d  i n  KU's monthly f u e l  filings, 

In its O r d e r  i s s u e d  o n  A u g u s t  12, 1983, i n  Case No. 8590,  

An E x a m i n a t i o n  by the P u b l i c  Service Commission of t h e  Application 

of t h e  F u e l  A d j u s t m e n t  C l a u s e  of K e n t u c k y  U t i l i t i e s  Company from 



0 
November I, 1980, to October 31, 1982, t h e  Commission f i x e d  KU's 1 
base f u e l  cost  at 18.91 m i l l s  per KWH. The C o m m i s s i o n ' s  review of 

KU's m o n t h l y  f u e l  c l a u s e  f i l i n g s  shows t h a t  t h e  a c t u a l  f u e l  cost 

i n c u r r e d  for t h e  6-month period u n d e r  r e v i e w  r a n g e d  from a l o w  of 

17.61 mills i n  F e b r u a r y  1 9 8 4  to  a h i g h  of 20.63 m i l l s  i n  November 

1983. 

C o a l  C o n t r a c t s  

I n  Case N o .  8590, the Commiss ion  i s s u e d  a n  Order o n  Hay 1 9 ,  

1983, r e q u i r i n g  K U  to  provide i n f o r m a t i o n  c o n c e r n i n g  its coal 

supply a g r e e m e n t s  w i t h  R i v e r  P r o c e s s i n g ,  Xnc., ( " R i v e r  

P r o c e s s i n g " )  and S o u t h  East C o a l  Company ( " S o u t h  East"). Upon t h e  

m o t i o n s  of KU a n d  t h e  AG, t h e  i n f o r m a t i o n  request was h e l d  in 

a b e y a n c e  t o  p r e v e n t  KU from "expressing opinions concerning legal 

and o t h e r  q u e s t i o n s  w h i c h  have b e e n  and are i s s u e s  b e t w e e n  KU a n d  

o t h e r  pa r t i e s "  t o  t h e  coal supply a g r e e m e n t s .  

KU h a d  i n i t i a t e d  a d e c l a r a t o r y  j u d g m e n t  ac t ion  a g a i n s t  

R i v e r  P r o c e s s i n g ,  i n  t h e  C i r c u i t  C o u r t  of F a y e t t e  C o u n t y ,  K Y ,  

w h i c h  was s u b s e q u e n t l y  w i t h d r a w n  upon a r e n e g o t i a t i o n  of t h e  coal 

supply a g r e e m e n t .  KU is a l so  c a r r y i n g  o n  n e g o t i a t i o n s  w i t h  South 

E a s t  c o n c e r n i n g  t h e i r  coal s u p p l y  a g r e e m e n t .  

Despite the steps KU has taken to  refine its coal supply 

a g r e e m e n t s  w i t h  R ive r  P r o c e s s i n g  a n d  S o u t h  E a s t ,  the Commiss ion  ie 

still concerned a b o u t  the price KU is p a y i n g  for coal u n d e r  b o t h  

coal supp ly  a g r e e m e n t s .  A t  t h e  p r e s e n t  t i m e ,  t h e  Commiasion ie 

a w a i t i n g  t h e  o u t c o m e  of KU's n e g o t i a t i o n s  w i t h  South E a s t .  

T h e r e f o r e ,  t h e  Commiss ion  is of t h e  o p i n i o n  t h a t  t h e  f i n d i n g s  w i t h  
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respect to KU's f u e l  p r o c u r e m e n t  pract ices  w h i c h  would o r d i n a r i l y  

be made a t  t h i s  t i m e  s h o u l d  c o n t i n u e  t o  be h e l d  i n  a b e y a n c e  a n d  

t h a t  t h i s  O r d e r  should be an I n t e r i m  Order .  A f i n a l  O r d e r  w i l l  be 

i s s u e d  upon c o n c l u s i o n  of t h e  C o m m i s s i o n ' s  review of KU's f u e l  

p r o c u r e m e n t  practices. 

The Commiss ion ,  h a v i n g  c o n s i d e r e d  t h e  e v i d e n c e  of record 

a n d  b e i n g  a d v i s e d ,  is of t h e  o p i n i o n  a n d  f i n d s  t h a t :  

1. KU h a s  complied w i t h  8 0 7  KAR 5 : 0 5 6  r e g a r d i n g  t h e  

c a l c u l a t i o n  a n d  a p p l i c a t i o n  of i ts  f u e l  a d j u s t m e n t  clause. 

2. No f i n d i n g s  a re  made at t h i s  t i m e  w i t h  respect to  t h e  

propr ie ty  of KU's f u e l  p r o c u r e m e n t  pract ices  a n d  t h i s  mat ter  

s h o u l d  be h e l d  i n  a b e y a n c e  u n t i l  t h e  Commiss ion  h a s  c o n c l u d e d  i t s  

review. 

I T  I S  FURTHER ORDERED t h a t  t h i a  docket e h a l l  remain open 

u n t i l  t h e  Commiss ion  h a s  c o n c l u d e d  i ts i n v e s t i g a t i o n  of KU's f u e l  

p r o c u r e m e n t  practices.  

Done a t  F r a n k f o r t ,  K e n t u c k y ,  t h i s  21st day of September, 1984.  

PUBLIC SERVICE COMMISSION 

ATTEST: 

Secretary 

I L  Vic &a m a n  


